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DOUGLAS WOHLBERG

Certified Public Accountant

To the Village Council
Village of Howard City
Montcalm County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of Village of Howard City as of and for the year ended February 29, 2004, which collectively comprise the Village's
basic financial statements as listed in the table of contents. These financial statements are the responsibility of Village
of Howard City management. Our responsibility is to express opinions on these financial statements based on our
audit.

As described in Note 1, the Village has implemented a new financial reporting model, as required by the provisions of
GASB Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for State and
Local Governments, as of February 29, 2004.

The management's discussion and analysis and budgetary comparison information are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in the

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Village of Howard City basic financial statements. The introductory section, combining and individual nonmajor
fund financial statements, and statistical tables are presented for purposes of additional analysis and are not a

section and statistical tables have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

Oz M@

Byron Center, Michigan
July 2, 2004




VILLAGE OF HOWARD CITY

MANAGEMENT'S DISCUSSION AND ANALYSIS
as of February 29, 2004

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement
of Activities provide information about the activities of the Village as a whole and present a longer-term view of
the Village's finances. Fund financial statements tell how these services were financed in the short-term, as well
as what remains for future spending. Fund financial statements also report the Village's operations in more
detail than the government-wide financial statements.

The Village as a Whole

The Village's combined net assets decreased 1% from a year ago, decreasing from $2,187,760 to $2,164,350.
This results from minimizing expenditures in the General Fund.

In a condensed format, the table below shows the net assets as of the February 29, 2004:

Governmental

Activities

2004
Current assets $ 471,010
Noncurrent assets 2,724,077
Total assets 3,195,087
Long-term debt outstanding 959,662
Other liabilities 71,072
Total liabilities 1,030,734

Net assets

Invested in capital assets - net of debt 2,724,077
Unrestricted (559,727)
Total net assets $ 2,164,350

Unrestricted net assets, the part of net assets that can be used to finance day to day operations, increased by
$28,898 for the governmental activities. This represents an increase approximately 5%. The current level of
unrestricted net assets for our governmental activities stands at $(559,727), or about 2% of expenditures. This is
within the targeted range set by the Village Council during its last budget process.




The following table shows the changes of the net assets as of February 29, 2004:

2004
Program revenues
Charges for services $ 479,721
Operating grants and contributions 414,789
General Revenue
Property tax 232,991
State shared revenue 146,407
Unrestricted investment income 1,834
Miscellaneous 24,367
Total Revenues 1,300,109
Program expenses
General government 373,631
Pubilic safety 258,347
Public works 318,809
Recreation and culture 20,360
Sewer Fund 188,541
Water Fund 131,315
Interest on long-term debt 32,516
Total expenses 1,323,519
Change in net assets $ (23,410)

Governmental Activities

There was no significant change in governmental activities from the previous year. The Village purchased a
backhoe for the Department of Public Works and financed it through an instaliment purchase agreement.

The Village's Funds

Our analysis of the Village's major funds begins on page 12, following the entity wide financial statements. The
fund financial statements provide detail information about the most significant funds, not the Village as a
whole. The Village Council creates funds to help manage money for specific purposes as well as to show
accountability for certain activities, such as special property tax millages. The Village's major funds for 2004
were the General Fund and the Renaissance Zone Construction Fund.

Capital Asset and Debt Administration

At the end of 2004, the Village had $1,568,673, net of accumulated depreciation, invested in a broad range of
capital assets, including buildings, police equipment and water and sewer lines. In addition, the Village has
invested significantly in roads within the Village.

Economic Factors and Next Year's Budgets and Rates

The Village's budget for 2005 remains little changed from its 2004 because the Village expects to primarily repay
long-term debt and make no additions to its capital assets.




Contacting the Village's Management

This financial report is intended to provide our citizens, taxpayers, ¢

overview of the Village's finances and to show the Village's accountability for the money it receives. If you have
questions about this report or need additional information, we welcome you to contact the Village's Manager at

the Howard City Village Hall, 125 Shaw Street, Howard City, Michiga
(269) 937-4311.
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Village of Howard City

Montcaim County, Michigan

Statement of Net Assets
For the year ended February 29, 2004

Governmental Business type

activities activities Total Component unit

ASSETS

Cash and cash equivalents $ 239,576 $ 193,170 $ 432,746 $ 43,931

Receivables (net) - 38,261 38,261 -

Internal balances 462 (462) - -

Capital assets (net) 339,230 2,384,847 2,724,077 -
TOTAL ASSETS $ 579,268 §$ 2,615,816 $ 3,195,084 $ 43,931
LIABILITIES

Accounts payable $ - $ 6,426 $ 6,426 $ -

Accrued and other liabilities 13,529 17,051 30,580 -

Deferred revenue 34,066 - 34,066 -

Due within one year 36,297 - 36,297 -

Due in more than one year 154,365 769,000 923,365 -
TOTAL LIABILITIES 238,257 792,477 1,030,734 -
NET ASSETS

Invested in capital assets 339,230 2,384,847 2,724,077 -

Unrestricted 1,781 (561,508) (559,727) 43,931
TOTAL NET ASSETS 341,011 1,823,339 2,164,350 43,931
TOTAL LIABILITIES AND NET ASSETS $ 579,268 $ 2,615.816 $ 3,195,084 $ 43,931

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City

Montcalm County, Michigan
Statement of Activities

For the xear ended Februaz 29i 2004

Operating
Charges for grants and
Functions/Programs Expenses services contributions
PRIMARY GOVERNMENT EXPENSES
General government $ 373,631 $ 2,453 $ 256,224
Public safety 258,347 97,806 2,131
Public works 318,809 90,243 156,434
Recreation and culture 20,360 4,850 -
interest on long-term debt 32,516 - -
Total Governmental activities 1,003,663 195,352 414,789
BUSINESS TYPE EXPENSES
Sewer 188,541 160,712 -
Water 131,315 123,657 -
Total Business type activities 319,856 284,369 -
Total Primary government 1,323,519 479,721 414,789
COMPONENT UNIT EXPENSES
Downtown Development Authority $ 1,445 $ - $ -

General Revenues
Property taxes
State-shared revenue
Unrestricted investment income
Miscellaneous
Transfers
Total general revenues - special items and transfers

Change in net assets

Net assets at beginning of year
Net assets at end of year

The Notes to the Financial Statements are an intergral part of this statement.
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Governmental Business-type Component

activities activities Total unit
$ (114,954) $ $ (114,954) $
(158,410) (158,410)
(72,132) (72,132)
(15,510) (15,510)
(32,516) (32,516)
(393,522) (393,522)
(27,829) (27,829)
(7,658) (7,658)
(35,487) (35,487)
(393,522) (35,487) {429,009)
$ (1,445)
232,991 - 232,991 18,433
146,407 - 146,407 -
855 979 1,834 148
24,367 - 24,367 100
2,400 (2,400) - .
407,020 (1,421) 405,599 18,681
13,498 (36,908) (23,410) 17,236
327,513 1,860,247 2,187,760 26,695
$ 341,011 § 1,823,339 $ 2,164,350 $ 43,931

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City
Montcalm County, Michigan
Governmental Funds
Balance Sheet

Februaz 29i 2004

Nonmajor
General Fund Funds Total
ASSETS
Cash $ 110,858 $ 78,187 $ 189,233
Due from other funds 2,234 2,744 9,878
TOTAL ASSETS $ 113,092 $ 80,931 § 199,111
LIABILITIES AND FUND BALANCES
LIABILITIES
Due to other funds $ 4915 §$ 11,346 $ 21,239
Accrued wages payable 7,440 - 7,440
Deferred revenue 34,066 - 34,066
TOTAL LIABILITIES 46,421 11,346 62,745
FUND BALANCES
Reserved for
Debt service - 9,334 9,334
Streets - 22,134 22,134
Construction - - 110
Unreserved 66,671 38,117 104,788
TOTAL FUND BALANCES 66,671 69,585 136,366
TOTAL LIABILITIES AND FUND BALANCES § 113,092 § 80,931 $ 199,111

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City
Montcalm County, Michigan
Reconciliation of Fund Balance of Governmental Funds to the Net Assets of Governmental

Activities on the Statement of Net Assets
For the xear ended Februaz 29i 2004
Total fund balances - total governmental funds $ 136,366

Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds. These assets consist of:

Capital assets at cost 431,206
Accumulated depreciation {203,044)
Net capital assets 228,162

Long-term liabilities, including bonds payable, are not due and payable in the current period and
therefore are not reported in the funds. Balances at February 29, 2004 were:

Bonds payable (54,000)
Instaliment purchase contracts payable (79,128)

Internal service funds are used by management to charge the costs of equipment rental
activities to individual funds. The assets and liabilities of the internal service fund are

included in governmental activities in the statement of net assets 109,611
Net assets of governmental activities $ 341,011

The Notes to the Financial Statements are an intergral part of this statement.
13




Village of Howard City

Montcalm County, Michigan

Governmental Funds

Statement of Revenue, Expenditures, and Changes in Fund Balances

For the xear ended Februaz 29i 2004

Renaissance

Grant
Construction Nonmajor
General Fund Fund Funds Total

REVENUE

Taxes and penalties $ 176,767 $ - $ -  $ 61,201 $ 237,968

Licenses and permits 810 - - - 810

Federal grants - 256,224 - - 256,224

State grants 148,538 - - 156,434 304,972

Charges for services 97,833 - - - 97,833

Fines and forfeits 2,605 - - - 2,605

Interest and rentals 2,786 - - 262 3,048

Other revenue 13,701 - - - 13,701
TOTAL REVENUE 443,040 256,224 - 217,897 917,161
EXPENDITURES

General government 91,244 - - 774 92,018

Public safety 244,154 - - - 244,154

Public works 26,024 - - 197,183 223,207

Recreation and culture 20,360 - - - 20,360

Other 39,735 - - - 39,735

Debt service - - - 31,035 31,035

Capital outlay - 256,116 - 26,368 282,484
TOTAL EXPENDITURES 421,517 256,116 - 255,360 932,993
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES 21,523 108 - (37,463) (15,832)
OTHER FINANCING SOURCES (USES)

Transfers in - - - 70,633 70,633

Transfers out (29,000) - - (33,233) (62,233)
TOTAL OTHER FINANCING SOURCES (USES) (29,000) - - 37,400 8,400
NET CHANGE IN FUND BALANCES (7,477) 108 - (63) (7,432)
FUND BALANCES, BEGINNING OF YEAR 74,148 2 - 69,648 143,798
FUND BALANCES, END OF YEAR $ 66,671 $ 110 $ - $ 69,585 $ 136,366

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City
Montcalm County, Michigan
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of

Governmental Funds to the Statement of Activities
For the xear ended Februaz 29i 2004
Net change in fund balances - total governmental funds $ (7,432)

Amounts reported for governmental activities in the statement of activities are different because:
An internal service fund is used by management to charge the cost of certain equipment to

individual funds (5,483)
Repayment of bond principal is an expenditure in governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets 43,606

Some expense reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds:

Depreciation (17,193)
Chaiggn net assets of government activities $ 13,498

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City

Montcalm County, Michigan
Proprietary Funds
Statement of Net Assets

February 29, 2004

Governmental
activities -
Internal
Sewer Fund Water Fund Total Service Fund
ASSETS
Current assets

Cash $ 26,183 $ 47139 $ 73,322 § 50,344

Accounts receivable 22,219 16,042 38,261 -

Due from other funds - - - 11,822
Total current assets 48,402 63,181 111,583 62,166
Noncurrent assets

Restricted cash 98,907 20,941 119,848 -

Capital assets 1,834,920 549,928 2,384,848 111,068
Total Noncurrent assets 1,933,827 570,869 2,504,696 111,068

TOTAL ASSETS $ 1,982,229 $ 634,050 §$ 2,616,279 $ 173,234
LIABILITIES
Current liabilities

Accounts payable $ - $ 6,426 $ 6,426 $ -

Payroll deductions payable - - - 6,089

Due to other funds 132 330 462 -

Accrued interest payable 10,429 379 10,808 -

Customers deposits payable 58 6,185 6,243 -

Total current liabilities 10,619 13,320 23,939 6,089
Long-term debt

Bonds payable 681,500 87,500 769,000 -

Notes payable - - - 57,534
Total noncurrent liabilities 681,500 87,500 769,000 57,534

TOTAL LIABILITIES 692,119 100,820 792,939 63,623
NET ASSETS
Invested in capital assets - net of related debt 1,834,920 549,928 2,384,848 111,068
Undesignated (544,810) (16,698) (561,508) (1,457)
TOTAL NET ASSETS 1,290,110 533,230 1,823,340 109,611
TOTAL LIABILITIES AND NET ASSETS $ 1,982,229 § 634,050 $ 2,616,279 $ 173,234

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City
Montcalm County, Michigan
Proprietary Funds

Statement of Revenue, Expenses and Changes in Net Assets

For the year ended February 29, 2004

Governmental
activities -
Internal
Sewer Fund Water Fund Total  Service Fund
OPERATING REVENUE
Sales $ 160,712 $§ 123,657 $ 284,369 $ 90,243
TOTAL OPERATING REVENUE 160,712 123,657 284,369 90,243
OPERATING EXPENSES
Personal services 38,170 54,475 92,645 24,054
Contractual services 11,198 20,202 31,400 18,818
Utilities 22127 9,768 31,895 9,192
Repairs and maintenance 6,471 1,870 8,341 7,671
Rent 5,202 10,150 15,352 -
Other 1,013 13,419 14,432 2,551
Depreciation 71,916 16,471 88,387 33,317
TOTAL OPERATING EXPENSES 156,097 126,355 282,452 95,603
OPERATING INCOME (LOSS) 4,615 (2,698) 1,917 (5,360)
NONOPERATING REVENUE (EXPENSES)
interest and dividends 629 350 979 207
Interest expense (32,443) (4,961) (37,404) (1,481)
Transfers out {1,200) (1,200) (2,400) (6,000)
Gain on sale of depreciable assets - - - 7,150
TOTAL NONOPERATING REVENUES {EXPENSE) (33,014) (5,811) (38,825) (124)
Income (loss) before contributions and transfers (28,399) (8,509) (36,908) (5,484)
CHANGE IN NET ASSETS (28,399) (8,509) (36,908) (5,484)
NET ASSETS, BEGINNING OF YEAR 1,318,509 541,739 1,860,248 115,095
NET ASSETS, END OF YEAR $ 1,290,110 $ 533,230 $ 1,823,340 $ 109,611

The Notes to the Financial Statements are an intergral part of this statement,

17




Village of Howard City
Montcalm County, Michigan
Proprietary Funds

Statement of Cash Flows
For the year ended February 29, 2004

Governmental
activities -
Internal
Sewer Fund Water Fund Total Service Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 156,718 $ 127,668 $ 284,386 $ 91,042
Payments to suppliers (46,137) (49,015) (95,152) (38,232)
Payments to employees (38,170) (54,475) (92,645) (24,846)
Net cash provided (used) by operating activities 72,411 24,178 96,589 27,964
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Operating subsidies and transfers to other funds (1,200) (1,200) (2,400) (6,000)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from capital debt - - - 67,100
Purchase of capital assets - - - (85,886)
Principal and interest paid on capital debt (68,232) (12,405) (80,637) (11,047)
Net cash provided (used) by capital and related
financing activities (68,232) (12,405) (80,637) (29,833)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends 629 350 979 207
Sale of assets - - - 7,150
Net cash provided by investing activities 629 350 979 7,357
Net increase (decrease) in cash and cash
equivalents 3,608 10,923 14,531 (512)
Balances - beginning of year 121,484 57,154 178,638 50,856
Balances - end of year $ 125,092 $ 68,077 $ 193,169 $ 50,344
Reconciliation_of Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities
Operating income (loss) $ 4,615 $ (2,698) $ 1,917 $ (5,360)
Provided (used) by operating activities
Depreciation expense 71,916 16,471 88,387 33,317
Receivables - net (4,052) (2,174) (6,226) 799
Accounts and other payables (126) 6,394 6,268 (792)
Customer deposits 58 6,185 6,243 -
Net cash provided by operating activities $ 72,411 $ 24,178 $ 96,589 $ 27,964

The Notes to the Financial Statements are an intergral part of this statement.
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Village of Howard City
Montcalm County, Michigan
Fiduciary Funds

Statement of Net Assets

For the year ended February 29, 2004
Agency Fund Type

Cash $ 665

Payroll withholdi‘ngs_gayable $ 665

The Notes to the Financial Statements are an intergral part of this statement.
19




NOTES TO FINANCIAL STATEMENTS
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Village of Howard City

Montcalm County, Michigan
Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Village of Howard City conform to accounting principles generally accepted in the United
States of America (GAAP) as applicable to governmental units. The following is a summary of the significant
accounting policies used by Village of Howard City:

A. Reporting Entity

The Village of Howard City was incorporated under the provisions of Act 8, P.A. 1895 as amended as a General Law
Village. The Village operates under a President-Council form of government and provides the following services as
authorized by its charter: public safety, public works, culture and recreation, public improvement, and general
administration services,

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the nonfiduciary activities of the primary government and its component units. For
the most part, the effect of interfund activity has been removed from these statements. Governmental activities,
normally supported by taxes and intergovernmental revenues, are reported Sseparately from business-type activities
which rely to a significant extent on fees and charges for support. Likewise, the primary government is reported

23




Village of Howard City

Montcalm County, Michigan
Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenue is recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue in the year for which they are levied. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and available.
Revenue is considered to be available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgments are recorded only when payment is due.

Village of Howard City's property tax is levied on each December 1 on the taxable valuation of property (as defined by
State statutes) located in Village of Howard City as of the preceding December 31st.

Although Village of Howard City's 2003 ad valorem tax is levied and collectible on December 1, 2003, it is Village of
Howard City's policy to recognize revenue from the current tax levy in the current year when the proceeds of this levy
are budgeted and made "available" for the financing of operations. "Available" means collected within the current
period or expected to be collected soon enough thereafter to be used to pay liabilities of the current period (60 days).

The 2003 taxable valuation of Village of Howard City totaled $19,674,687, on which ad valorem taxes levied consisted
of the following:

Mills levied Raising
Operating $ 9.1502 $ 180,027
Highway 3.2599 64,138

These amounts are recognized in the General Fund financial statements as taxes receivable-current.
The government reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The Renaissance Grant Fund accounts for Federal and other funding for construction of infrastructure assets
within the Village.

The government reports the following major proprietary funds:

The Water Fund and the Sewer Fund account for the activities of the water distribution system and sewage
collection system.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict with the
standards of the Governmental Accounting Standards Board. The government has elected to also follow private-sector
standards issued after November 30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule are charges between the government's water and sewer function and various other
functions of the government. Eliminations of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating revenue and
éxpenses generally result from providing services and producing and delivering foods in connection with a proprietary
fund's principal ongoing operations. The principal operating revenue of our proprietary funds relate to charges to
customers for sales and services. The water and sewer funds also recognizes the portion of tap fees intended to
recover current costs (e.g., labor and materials to hook up new customers) as operating revenue. The portion intended
to recover the cost of the infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary

funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenue
and expenses not meeting this definition are reported as nonoperating revenue and expenses.

D. Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments--Cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with a maturity of three months or less when acquired. Investments are stated at fair value.

Receivables and Payables--In general, outstanding balances between funds are reported as "due to/from other funds."”
Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of the fiscal
year is referred to as "advances to/from other funds.” Any residual balances outstanding between the governmental
activities and the business-type activities are reported in the government-wide financial statements as "internal
balances."”

levied on each December 1st on the taxable valuation of property as of the preceding December 31st. Taxes are
considered delinquent on March 1st of the following year, at which time penalties and interest are assessed.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories and Prepaid Items--Inventories are valued at cost, on a first-in, first-out basis. Inventories of governmental
funds are recorded as expenditures when consumed rather than when purchased. Certain payments to vendors reflect
costs applicable to future fiscal years and are recorded as prepaid items in both government-wide and fund financial
statements.

Capital Assets--Capital assets, which include property, plant and equipment, are reported in the applicable
governmental or business-type activities column in the government-wide financial statements. Capital assets are
defined by the government as assets with an initial individual cost of more than $1,000 and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

Property, plant and equipment is depreciated using the straight-line method over the following useful lives:

Buildings 40 to 60 years
Building improvements 15 to 30 years
Water and Sewer Lines 50 to 75 years
Vehicles 3 to 5 years
Office equipment 5 to 7 years
Computer equipment 3 to 7 years

Compensated Absences (Vacation and Sick Leave)--It is the government's policy to permit employees to accumulate
earned but unused sick and vacation pay benefits. All unused vacation and sick pay is accrued when incurred in the
government-wide, proprietary and fiduciary fund financial statements.

Long-Term Obligations--In the government-wide financial statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt. In the fund financial statements,
governmental fund types recognize bond premiums and discounts, as well as bond issuance costs during the current
period. The face amount of debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts are reported as other financing uses. Issuance costs are
reported as debt service expenditures.

Fund Equity--In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

Comparative Data/Reclassifications--Comparative total data for the prior year have been presented only for individual
governmental funds in the fund financial statements in order to provide an understanding of the changes in the
financial position and operations of these funds. Also, certain amounts presented in the prior year data have been
reclassified in order to be consistent with the current year's presentation.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 2-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information--Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds. All annual appropriations lapse at fiscal year end.

The Village normally follows these procedures in establishing the budgetary data refiected in the financial statements:

The Village Administration submits to the Village Council a proposed operating budget for the fiscal year
commencing the following March 1.

The operating budget includes proposed expenditures and the means of financing them.
A public hearing is conducted at the Village hall to obtain taxpayer comments.
The budget is legally adopted by ordinance before March 1.

All budget appropriations lapse at year end. Budgetary amounts reported herein are as originally adopted, or as
amended by the Village Council throughout the operating year.

The Village adopts budgets for the General Fund and the Special Revenue Funds.

Budgets shown in the financial statements are adopted on a basis consistent with generally accepted
accounting principles, and consist only of those amounts contained in the formal budget approved as amended
by the Village Council.

The legal level of control is at the activity level of the General Fund, and at the fund expenditure totals for the
and Special Revenue funds.

The Village Manager is authorized to transfer budgeted amounts between accounts within the same department.
Revisions that alter the total expenditures of any fund or total department expenditures must be approved by
the Village Council.

The budget document presents information by fund, function, department and line items. The legal level of budgetary
control adopted by the governing body is the department level.

Amounts encumbered for purchase orders, contracts, etc., are not tracked during the year. Budget appropriations are
considered to be spent once the goods are delivered or the services rendered.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 3 - DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes Village of Howard City to make deposits and invest in the
accounts of federally insured banks, credit unions, and savings and loan associations which have an office in
Michigan. The local unit is allowed to invest in bonds, securities and other direct obligations of the United States or
any agency or instrumentality of the United States; United States government or federal agency obligations;
repurchase agreements; bankers' acceptance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase: obligations of the State of Michigan or
its political subdivisions which are rated as investment grade; and mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan.

The Village of Howard City Board has designated two banks for the deposit of Local Unit funds. The investment policy
adopted by the Board in accordance with Public Act 196 of 1997 has authorized investment in bonds and securities of
the United States government and bank accounts and CDs, but not the remainder of State statutory authority as listed
above.

The Village of Howard City's deposits and investment policy are in accordance with statutory authority.

At year-end, the Village's deposits and investments were reported in the basic financial statements in the following
categories:

Governmental Business-Type Total Primary Component
activities activities Government Units

Cash and cash equivalents $ 239,577 $ 193,172 $ 432,749 $ 43,931

The bank balance of the Village's deposits is $489,606, of which $228,626 is covered by federal depository insurance
and $260,980 is uninsured and uncollateralized.
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Village of Howard City
Montcalm County, Michigan
Notes to Basic Financial Statements

For the year ended February 29, 2004
NOTE 4 - CAPITAL ASSETS

Capital asset activity of the primary government for the current year was as follows:

Balance Balance
Governmental Activities March 1, 2003 Additions Disposais February 29, 2004
Capital assets being depreciated:
Buildings $ 120,000 $ $ $ 120,000
Equipment 311,206 311,206
Subtotal 431,206 431,206
Accumulated depreciation:
Buildings 21,000 3,000 24,000
Equipment 164,851 14,193 179,044
Subtotal 185,851 17,193 203,044
Net capital assets being depreciated 245,355 {17,193) 228,162
Net capital assets $ 245,355 $ (17,193) $ $ 228,162
Balance Balance
January 1, February 29,
Business-Type Activities 2004 Additions Disposals 2004
Assets not being depreciated $ 34,300 $ $ $ 34,300
Capital assets being depreciated:
Buildings and improvements $ 3,592,428 $ $ $ 3,592,428
Machinery and equipment 14,412 14,412
Subtotal 3,606,840 3,606,840
Accumulated depreciation:
Buildings and improvements 1,154,498 88,220 1,242,718
Machinery and equipment 13,408 167 13,575
Subtotal 1,167,906 88,387 1,256,293
Net capital assets being depreciated 2,438,934 (88,387) 2,350,547
Net capital assets $ 2,473,234 $ (88,387) $ $ 2,384,847
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 4 - CAPITAL ASSETS (continued)

Depreciation expense was charged to programs of the primary government as follows:

Governmental activities:

General government $ 3,000
Public safety 14,193
Total governmental activities $ 17,193

Business-Type activities:

Sewer $ 71,916
Water 16,471
Total Business-Type activities $ 88,387

NOTE 5 - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of the interfund balances as of February 29, 2004, is as follows:

Receivable fund Payable fund Amount
General Fund Renaissance Zone Grant Fund 2,234
Revolving Fund Renaissance Zone Grant Fund 2,744
Renaissance Zone Grant Fund General Fund 4,900
Equipment Fund General Fund 15
Major Streets Fund 6,155
Local Streets Fund 5,191
Sewer Fund 132
Water Fund 330
21,701
Interfund Transfers
Transfers Out
Locally
Major Street Raised
General Streets Bond Street Sewer Water Equipmer
Transfers In Fund Fund Fund Fund Fund Fund t Fund Total
Revolving Fund $ 29,000 $ - $ - $ - $ - $ - $ - $ 29,000
Street Bond Fund - 7,368 - - - - - 7,368
Local Streets Fund - 13,600 7,365 3,400 - - - 24,365
Major Streets - - - 1,500 - - - 1,500
- - - - 1,200 - - 1,200
- - - - - 1,200 - 1,200
- - - - - - 6,000 6,000
Total $ 29000 $ 20968 $ 7,365 $§ 4,900 $ 1,200 $ 1,200 $ 6,000 $ 70,633
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 6 - LONG-TERM DEBT

Bond and contractual obligation activity can be summarized as follows:

Balance Balance
March 1, February 29, Due within
2003 Additions Reductions 2004 one year
Governmental activities
General obligation bonds
1997 Michigan Transportation Bonds $ 66,000 $ - $ 12,000 $ 54,000 $ 12,000
Installment purchase agreements

Municipal building purchase contract 20,600 - 20,600 - -

Fire truck purchase contract 90,134 - 11,006 79,128 11,578
Total Governmental activities 176,734 - 43,606 133,128 23,578
Internal service fund

Backhoe installment purchase contract - 67,100 9,566 57,534 12,719
Business type activities
Revenue bonds

1996 Sewer Bonds 84,000 - 21,000 63,000 21,000

1984 Sewer bonds 538,000 - 7,000 531,000 8,000

1997 Water and Sewer bonds 190,000 - 15,000 175,000 25,000
Total Business type activities $ 812,000 $ - $ 43,000 $ 769,000 $ 54,000

The Village recently completed a construction project funded by the Community Development Block Grant Program.
The Village received a loan through CDBG in the amount of $1,464,541 to fund the project. The terms of the loan
reduce the loan balance for every job created as a result of the project. The determination of the final amount to be
repaid will be made prior to September of 2005 when the Village is to begin repaying the loan.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 6 - LONG-TERM DEBT (continued)

Annual debt service requirements to maturity for the above obligation follows:

Bonds Payable

December 31, Principal Interest Total
2005 $ 90,297 $ 43,547 $ 133,844
2006 97,350 39,106 136,456
2007 99,451 34,464 133,915
2008 81,600 29,680 111,280
2009 57,054 26,169 83,223
2010 54,910 23,349 78,259
2011 10,000 21,330 31,330
2012 11,000 20,858 31,858
2013 11,000 20,362 31,362
2014 12,000 19,845 31,845
2015 12,000 19,305 31,305
2016 13,000 18,742 31,742
2017 14,000 18,135 32,135
2018 14,000 17,505 31,505
2019 15,000 16,853 31,853
2020 16,000 16,155 32,155
2021 16,000 15,435 31,435
2022 18,000 14,670 32,670
2023 18,000 13,860 31,860
2024 19,000 13,028 32,028
2025 20,000 12,150 32,150
2026 21,000 11,227 32,227
2027 22,000 10,260 32,260
2028 23,000 9,248 32,248
2029 25,000 8,167 33,167
2030 25,000 7,042 32,042
2031 27,000 5,873 32,873
2032 28,000 4,635 32,635
2033 30,000 3,330 33,330
2034 31,000 1,958 32,958
2035 28,000 630 28,630

Totals $ 959,662 $ 516,918 $ 1,476,580
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Village of Howard City
Montcalm County, Michigan
Notes to Basic Financial Statements

For the year ended February 29, 2004

NOTE 7 - SEGMENT INFORMATION

The Village operates two funds which provide sewage and water services. Summary financial information for the
sewer department is presented below:

Condensed Statement of Net Assets

Sewer Fund Water Fund

Assets

Current assets $ 48,402 $ 63,181

Restricted assets 98,907 20,941

Capital assets 1,834,920 549,928
Total Assets 1,982,229 634,050
Liabilities

Current liabilities 10,619 13,320

Noncurrent liabilities 681,500 87,500
Total Liabilities 692,119 100,820
Net Assets

Invested in capital assets 1,834,920 549,928

Unrestricted (544,810) (16,698)
Total Net Assets $ 1,290,110 $ 533,230
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Village of Howard City

Montcalm County, Michigan

Notes to Basic Financial Statements

For the year ended February 29, 2004

NOTE 7 - SEGMENT INFORMATION (continued)

Condensed Statement of Revenue, Expenses, and Changes in Net Assets

Sewer Fund Water Fund
Sewer Charges 160,712 § 123,657
Depreciation 71,916 16,471
Other operating expenses 84,181 109,884
Operating income 4,615 (2,698)
Nonoperating revenue (expense)
Investment earnings 629 350
Interest expense (32,443) (4,961)
Transfers out (1,200) (1,200)
Changes in net assets (28,399) (8,509)
Beginning net assets 1,318,511 541,739
Ending net assets $ 1,290,112 $ 533,230
Condensed Statement of Cash Flows
Sewer Fund Water Fund
Net cash provided by (used in)
Operating activities $ 72,411 § 24,178
Noncapital financing activities (1,200) (1,200)
Capital and related financing activities (68,232) (12,405)
Investing activities 629 350
Net increase (decrease) in cash 3,608 10,923
Beginning cash and cash equivalents 121,484 57,154
Ending cash and cash equivalents $ 125,092 $ 68,077
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 8 - RESTRICTED ASSETS

The balances of the restricted asset accounts in the enterprise funds are as follows:

Revenue bond restrictions $ 119,848

NOTE 9 - RISK MANAGEMENT

Village of Howard City is exposed to various risks of loss related to property loss, torts, errors and omissions and
employee injuries (workers' compensation), as well as medical benefits provided to employees. The Village of Howard
City obtains commercial insurance coverage through the Michigan Municipal League for all claims. Settled claims
relating to the commercial insurance have not exceeded the amount of insurance coverage in any of the past three
fiscal years.

The Michigan Municipal League risk Pool program operates as a common risk-sharing management program for local
units of government in Michigan; member premiums are used to purchase commercial excess insurance coverage and
to pay member claims in excess of deductible amounts.

NOTE 10 - OTHER POST-EMPLOYMENT BENEFITS

The Village has no post-retirement benefit plans at this time other than its pension plan.
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Village of Howard City
Montcalm County, Michigan

Notes to Basic Financial Statements
For the year ended February 29, 2004

NOTE 11 - EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS

Defined Benefit Pension Plan

Plan Description--Village of Howard City participates in the Michigan Municipal Employees’ Retirement System (MERS),
an agent multiple-employer defined benefit pension plan that covers all employees of Village of Howard City. The
system provides retirement, disability and death benefits to plan members and their beneficiaries. MERS issues a
publicly available financial report that includes financial statements and required supplementary information for the
system. That report may be obtained by writing to the System at: 1134 Municipal Way, Lansing, Michigan 48917.

Funding Policy--The obligation to contribute to and maintain the system for these employees requires a contribution of
2.5 percent from all employees.

Annual Pension Costs --For year ended 2002, the Village of Howard City's annual pension cost of $27,198 for the plan
was equal to the required and actual contribution. The annuali required contribution was determined as part of an
actuarial valuation at December 31, 2002, using the entry age normal method. Significant actuarial assumptions used
include: (i) an 8.00 percent investment rate of return; (i) projected salary increases of 4.50 percent per year; and (iii)
0.00 percent per year cost of living adjustments. Both determined using techniques that smooth the effects of short-
term volatility over a four-year period. The unfunded actuariai liability is being amortized as a level percent of payroll
on a closed basis. The remaining amortization period is 30 years.

Three year trend information as of December 31, 2002 follows:

2002 2001 2000
Annual pension cost $ 32,088 $ 23,184 $ 16,343
Percentage of APC Contributed 100 % 100 % 100 %

Actuarial value of assets $ 692220 $ 705591 $ 639,433
Actuarial accrued liability $ 888476 § 837,725 $ 697,592
Unfunded AAL $ 196,256 $§ 132,134 §$ 58,159
Funded ratio 77.91 % 84.23 % 91.66 %
Covered payroll $ 288,835 $§ 237,288 $ 241,652
UAAL as a percentage of covered payroll 67.95 % 55.69 % 24.07 %
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Village of Howard City
Montcalm County, Michigan
General Fund

Balance Sheet

February 29, 2004
2004 2003

ASSETS
Cash $ 110,858 $ 81,903
Due from other funds 2,234 -
TOTAL ASSETS $ 113,092 $ 81,903
LIABILITIES AND FUND EQUITY
LIABILITIES
Due to other funds $ 4915 § 15
Accrued wages payable 7,440 7,740
Deferred revenue 34,066 -
TOTAL LIABILITIES 46,421 7,755
FUND BALANCES
Fund balance 66,671 74,148
TOTAL LIABILITIES AND FUND BALANCES $ 113,092 $ 81,903
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Village of Howard City
Montcalm County, Michigan

General Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual
For the year ended February 29, 2004 with comparative actual amounts for 2003

Variance
Original Final with final
budget budget Actual budget 2003
REVENUE
Taxes 179,650 $§ 179,650 $ 174,287 $ (5,363) $ 160,625
Penalties and interest on taxes 50 50 27 (23) 35
Property tax administration fee 2,260 2,260 2,453 193 2,261
Non-business licenses and permits 1,000 1,000 810 (190) 930
Federal grants - - - - 39,232
State revenue sharing 157,000 157,000 146,407 (10,593) 159,722
Other state grants 2,180 2,180 2,131 (49) 1,697
Services rendered 85,000 85,000 96,288 11,288 80,625
Sales 1,500 1,500 1,545 45 1,778
Fines and forfeitures 5,500 5,500 2,605 (2,895) 3,983
Interest and dividends 200 200 386 186 665
Rent 4,900 4,900 2,400 (2,500) 4,800
Contributions and donations 5,000 5,000 4,850 (150) 5,446
Reimbursements 2,872 2,872 2,170 (702) 2,872
Other 7,000 7,000 6,681 (319) 5,069
Sale of fixed assets - - - - 46,124
TOTAL REVENUE 454,112 454,112 443,040 (11,072) 515,864
EXPENDITURES
General government
Village Council 31,113 31,113 8,562 22,551 8,445
Manager 55,399 55,399 46,116 9,283 90,704
Audit 900 900 900 - 800
Buildings and grounds 30,150 30,150 26,446 3,704 26,834
Attorney 12,000 12,000 9,220 2,780 -
Total General government 129,562 129,562 91,244 38,318 126,783
Public safety
Police 189,787 189,787 186,990 2,797 169,097
Fire department 71,988 71,988 57,164 14,824 94,349
Total Public safety 261,775 261,775 244,154 17,621 263,446
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Village of Howard City

Montcalm County, Michigan

General Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual

February 29, 2004
Variance

Originai Final with final
budget budget Actual budget 2003

Department of public works

Department of public works $ 19,314 $ 19,314 § 24464 $ (5,150) $ 20,785
Sanitation 5,000 5,000 1,560 3,440 6,138
Total Department of public works 24,314 24,314 26,024 (1,710) 26,923

Recreation and culture

Parks and recreation 20,216 20,216 20,360 (144) 14,431
Total Recreation and culture 20,216 20,216 20,360 (144) 14,431
Other governmental functions

Insurance 33,000 33,000 39,735 (6,735) -

Total Other governmental functions 33,000 33,000 39,735 (6,735) -
TOTAL EXPENDITURES 468,867 468,867 421,517 47,350 431,583
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES (14,755) (14,755) 21,523 (58,422) 84,281
OTHER FINANCING SOURCES (USES)

Transfers out (29,000) (29,000) (29,000) - (48,107)
NET CHANGE IN FUND BALANCES (43,755) (43,755) (7,477) (87,422) 36,174
Fund balance at beginning of year 74,148 74,148 74,148 - 37,974
Fund balance at end of year $ 30,393 $§ 30,393 $ 66,671 $ (87,422) $ 74,148
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Village of Howard City
Montcalm County, Michigan
Renaissance Grant Fund

Balance Sheet
February 29, 2004

I

2004 2003

ASSETS

Cash $ 188 $ 2

Due from other funds 4,900 -
TOTAL ASSETS $ 5,088 $ 2
LIABILITIES AND FUND EQUITY
LIABILITIES

Due to other funds $ 4,978 $ -
FUND BALANCES

Fund balance $ 110 2
TOTAL LIABILITIES AND FUND BALANCES $ 5,088 $ 2
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Village of Howard City

Montcalm County, Michigan

Renaissance Grant Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual

For the year ended February 29, 2004 with comparative actual amounts for 2003
2004 2003

REVENUE

Federal grants $ 256,224 $ 10,000
TOTAL REVENUE 256,224 10,000
EXPENDITURES

Capital outlay 256,116 12,323
TOTAL EXPENDITURES 256,116 12,323
NET CHANGE IN FUND BALANCES 108 (2,323)
Fund balance beginning of year 2 2,325
Fund balance end of year $ 110 § 2
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Village of Howard City
Montcaim County, Michigan
Nonmajor Funds

Combining Balance Sheet

February 29, 2004

Debt Service

Special Revenue Fund Fund
Major Streets Local Streets Locally Raised Street Bond
Fund Fund Streets Fund Fund
ASSETS
Cash 11,979 § 9,272 $ 12,229 $ 9,334
Due from other funds - - - -
TOTAL ASSETS 11,979 $ 9,272 $ 12,229 $ 9,334
LIABILITIES AND FUND BALANCES
LIABILITIES
Due to other funds 6,155 $ 5191 § - $ -
TOTAL LIABILITIES 6,155 5,191 - -
FUND BALANCES
Reserved for
Debt Service - - - 9,334
Reserved for streets 5,824 4,081 12,229 -
Unreserved - - - -
TOTAL FUND BALANCES 5,824 4,081 12,229 9,334
TOTAL LIABILITIES AND FUND BALANCES 11,979 $ 9,272 $ 12,229 $ 9,334
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Capital Projects

Fund

Revolving Fund Total
$ 35,373 § 78,187
2,744 2,744

$ 38,117 § 80,931
$ - $ 11,346
- 11,346

- 9,334

- 22,134

38,117 38,117

38,117 69,585

$ 38,117 § 80,931
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Village of Howard City
Montcalm County, Michigan
Nonmajor Funds

Combining Statement of Revenues, Expenditures and Changes in Fund Balances
February 29, 2004

Debt Service
Special Revenue Fund Fund
Major Streets Local Streets Locally Raised Street Bond
Fund Fund Streets Fund Fund
REVENUE
Taxes $ - $ - $ 61,201 $ -
Michigan transportation fund 110,146 44,684 - -
Metro Act - 1,604 - -
Interest and dividends 32 11 82 37
TOTAL REVENUE 110,178 46,299 61,283 37
EXPENDITURES
General - - - -
Public works 91,831 52,025 53,327 -
Debt service - - - 15,351
Capital outlay - - - -
TOTAL EXPENDITURES 91,831 52,025 53,327 15,351
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES 18,347 (5,726) 7,956 (15,314)
OTHER FINANCING SOURCES (USES)
Transfers in 1,500 17,000 - 14,733
Transfers out (20,968) (7,365) (4,900) -
TOTAL OTHER FINANCING SOURCES (USES) (19,468) 9,635 (4,900) 14,733
NET CHANGE IN FUND BALANCES (1,121) 3,909 3,056 (581)
FUND BALANCES, BEGINNING OF YEAR 6,945 172 9,173 9,915
FUND BALANCES, END OF YEAR $ 5824 §$ 4,081 $ 12,229 $ 9,334
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apital Projects

Fund
Revolving Fund Total
$ - $ 61,201
- 154,830
- 1,604
100 262
100 217,897
774 774
- 197,183
15,684 31,035
26,368 26,368
42,826 255,360
(42,726) (37,463)
37,400 70,633
- (33,233)
37,400 37,400
(5,326) (63)
43,443 69,648
$ 38117 § 69,585
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Village of Howard City
Montcalm County, Michigan
Major Street Fund

Balance Sheet

February 29, 2004
2003 2003

ASSETS

Cash $ 11,979 § 13,951
TOTAL ASSETS $ 11,979 § 13,951
LIABILITIES AND FUND BALANCES
=ailllEes AND FUND BALANCES

Due to other funds $ 6,155 $ 7,006
TOTAL LIABILITIES 6,155 7,006
FUND BALANCES

Reserved 5,824 6,945
TOTAL FUND BALANCES 5,824 6,945

TOTAL LIABILITIES AND FUND BALANCES $ 11979 $§ 13951
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Village of Howard City
Montcalm County, Michigan
Major Street Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual

February 29, 2004

Original Variance
Original and final with final
budget budget Actual budget  Prior year

REVENUE
Michigan transportation fund

104,000 $ 104,000 $

110,146 $ (6,146) $ 106,740

Interest and dividends 150 150 32 118 1,645
TOTAL REVENUE 104,150 104,150 110,178 (6,028) 108,385
EXPENDITURES

Street construction - - 1,686 (1,686) 5,902

Bridge construction - - - - 1,752

Street preservation 51,766 51,766 50,379 1,387 54,308

Traffic services 1,500 1,500 4,227 (2,727) 3,421

Winter maintenance 23,000 23,000 24,246 (1,246) 21,184

Administration and engineering 7,850 7,850 10,993 (3,143) 10,824

Miscellaneous - - 300 (300) -
TOTAL EXPENDITURES 84,116 84,116 91,831 (7,715) 97,391
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES 20,034 20,034 18,347 1,687 10,994
OTHER FINANCING SOURCES (USES)

Transfers in - - 1,500 (1,500) -

Transfers out (22,368) (22,368) (20,968) 1,400 (22,365)
TOTAL OTHER FINANCING SOURCES (USES) (22,368) (22,368) (19,468) (100) (22,365)

NET CHANGE IN FUND BALANCES

Fund balance

(2,334) (2,334)

6,945 6,945

(1,121) (17,781) (11,371)

6,945 - 18,316

Fund balance at end of year

4,611 $ 4611 §

5824 § (17,781) § 6,945
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Village of Howard City
Montcalm County, Michigan
Local Street Fund

Balance Sheet
February 29, 2004

2004 2003

ASSETS

Cash 9,272 $ 5,153
TOTAL ASSETS 9,272 $ 5,153
LIABILITIES AND FUND BALANCES
LIABILITIES

Due to other funds 5191 § 4,981
FUND BALANCES

Fund balance 4,081 172
TOTAL LIABILITIES AND FUND BALANCES 9,272 $ 5,153
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Village of Howard City
Montcalm County, Michigan
Local Street Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual
For the year ended February 29, 2004 with comparative actual amounts for 2003

Original Variance
Original and final with final
budget budget Actual budget 2003

REVENUE

Michigan transportation fund $ 47,000 $ 47,000 $ 44684 $ (2,316) $ 42,242

Metro Act - - 1,604 1,604 -

Interest and dividends 50 50 11 (39) 14
TOTAL REVENUE 47,050 47,050 46,299 (751) 42,256
EXPENDITURES

Street construction - - 598 (598) -

Street preservation 28,359 28,359 36,486 (8,127) 35,741

Traffic services 500 500 427 73 -

Winter maintenance 12,500 12,500 10,118 2,382 13,962

Administration and engineering 4,900 4,900 4,396 504 5,040
TOTAL EXPENDITURES 46,259 46,259 52,025 (5,766) 54,743
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES 791 791 (5,726) 5,015 (12,487)
OTHER FINANCING SOURCES (USES)

Transfers in 15,000 15,000 17,000 2,000 20,000

Transfers out (7,365) (7,365) (7,365) - (7,365)
TOTAL OTHER FINANCING SOURCES (USES) 7,635 7,635 9,635 2,000 12,635
NET CHANGE IN FUND BALANCES 8,426 8,426 3,909 14,650 148
Fund balance beginning of year 172 172 172 - 24
Fund balance end of year $ 8,598 $ 8,598 $ 4,081 $ 14,650 $ 172
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Village of Howard City
Montcalm County, Michigan
Locally Raised Street Fund

Balance Sheet
February 29, 2004

2004 2003

ASSETS

Cash $ 12229 § 9,173
TOTAL ASSETS $ 12229 $ 9,173
LIABILITIES AND FUND BALANCES
FUND BALANCES

Fund balance $ 12,229 9,173
TOTAL LIABILITIES AND FUND BALANCES $ 12229 $ 9,173
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Village of Howard City
Montcalm County, Michigan
Locally Raised Street Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual
For the year ended February 29, 2004 with comparative actual amounts for 2003

Original Variance
Original and final with final
budget budget Actual budget 2003
REVENUE

Taxes $ 61,000 $ 61,000 $ 61,201 $ 201 $ 56,168

Interest and dividends 200 200 82 (118) 210
TOTAL REVENUE 61,200 61,200 61,283 83 56,378
EXPENDITURES

Street construction 16,000 16,000 14,702 1,298 28,931

Bridge construction - - - - 2,977

Street preservation 24,417 24,417 17,265 7,152 21,336

Administration and engineering 900 900 5,744 (4,844) 200

Street lighting 15,000 15,000 15,616 (616) 14,921
TOTAL EXPENDITURES 56,317 56,317 53,327 2,990 68,365
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES 4,883 4,883 7,956 (2,907) (11,987)
OTHER FINANCING SOURCES (USES)

Transfers out - - (4,900) (4,900) (5,000)
NET CHANGE IN FUND BALANCES 4,883 4,883 3,056 (7,807) (16,987)
Fund balance beginning of year 9,173 9,173 9,173 - 26,160
Fund balance end of year $ 14,056 $ 14,056 $ 12,229 $ (7,807) $ 9,173
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Village of Howard City
Montcaim County, Michigan
Street Bond Debt Service Fund

Balance Sheet
February 29, 2004

2004 2003

ASSETS

Cash $ 9,334 $ 9,915
TOTAL ASSETS $ 9,334 §$ 9,915
LIABILITIES AND FUND BALANCES
FUND BALANCES

Fund balance $ 9,334 9,915
TOTAL LIABILITIES AND FUND BALANCES $ 9,334 $ 9,915
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Village of Howard City
Montcalm County, Michigan
Street Bond Debt Service Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual
For the year ended February 29, 2004 with comparative actual amounts for 2003

2004 2003
REVENUE

Interest and dividends $ 37 $ 84
TOTAL REVENUE 37 84
EXPENDITURES

Principal 12,000 11,000

Interest 3,051 3,626

Fees 300 300
TOTAL EXPENDITURES 15,351 14,926
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES {15,314) (14,842)
OTHER FINANCING SQURCES (USES)

Transfers in 14,733 14,730
NET CHANGE IN FUND BALANCES (581) (112)
Fund balance beginning of year 9,915 10,027
Fund balance end of year $ 9,334 § 9,915
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Village of Howard City
Montcalm County, Michigan
Revolving Fund

Balance Sheet

February 29, 2004
2004 2003

ASSETS
Cash $ 35373 § 43443
Due from other funds 2,744 .
TOTAL ASSETS $ 38117 $ 43443

LIABILITIES AND FUND BALANCES
FUND BALANCES

Fund balance $ 38,117 43,443

TOTAL LIABILITIES AND FUND BALANCES $ 38117 $ 43443
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Village of Howard City

Montcalm County, Michigan
Revolving Fund

Statement of Revenue, Expenditures and Changes in Fund Balances - Budget and Actual
For the year ended February 29, 2004 with comparative actual amounts for 2003

2004 2003

REVENUE

Interest and dividends $ 100 $ 1,313
TOTAL REVENUE 100 1,313
EXPENDITURES

Audit 250 250

Attorney 524 -

Capital outlay 26,368 9,323

Principal 11,006 10,463

Interest 4,678 5,221
TOTAL EXPENDITURES 42,826 25,257
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES (42,726) (23,944)
OTHER FINANCING SOURCES (USES)

Transfers in 37,400 56,507

Transfers out - (25,930)
TOTAL OTHER FINANCING SOURCES (USES) 37,400 30,577
NET CHANGE IN FUND BALANCES (5,326) 6,633
Fund balance beginning of year 43,443 36,810
Fund balance end of year $ 38117 § 43,443
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Long-term Debt Schedules




Village of Howard City
Village of Howard City
Schedule of Bonded Debt

$516,000 Sewer System Revenue Bonds, Series 1986

February 29, 2004

Interest January 1 July 1 January 1
Year ended Rate Principal Interest Interest Total
2005 4.500% $ 21,000 $ 1418 $ 1,418 $ 23,836
2006 4.500% 21,000 945 945 22,890
2007 4.500% 21,000 473 473 21,946
Totals $ 63,000 $ 2,836 $ 2,836 $ 68,672
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Village of Howard City
Village of Howard City
Schedule of Bonded Debt

$558,000 Sewer System Revenue Bonds, Series 1984
February 29, 2004

Year ended Interest April 1 April 1 October 1

February 29, Rate Principal Interest Interest Total
2005 4.500% $ 8,000 $ 11,984 § 11,767 $ 31,751
2006 4.500% 8,000 11,767 11,587 31,354
2007 4.500% 8,000 11,587 11,407 30,994
2008 4.500% 9,000 11,407 11,205 31,612
2009 4.500% 9,000 11,205 11,003 31,208
2010 4.500% 10,000 11,003 10,777 31,780
2011 4.500% 10,000 10,777 10,553 31,330
2012 4.500% 11,000 10,553 10,305 31,858
2013 4.500% 11,000 10,305 10,057 31,362
2014 4.500% 12,000 10,057 9,788 31,845
2015 4.500% 12,000 9,788 9,517 31,305
2016 4.500% 13,000 9,517 9,225 31,742
2017 4.500% 14,000 9,225 8,910 32,135
2018 4.500% 14,000 8,910 8,595 31,505
2019 4.500% 15,000 8,595 8,258 31,853
2020 4.500% 16,000 8,258 7,897 32,155
2021 4.500% 16,000 7,897 7,538 31,435
2022 4.500% 18,000 7,538 7,132 32,670
2023 4.500% 18,000 7,132 6,728 31,860
2024 4.500% 19,000 6,728 6,300 32,028
2025 4.500% 20,000 6,300 5,850 32,150
2026 4.500% 21,000 5,850 5,377 32,227
2027 4.500% 22,000 5,377 4,883 32,260
2028 4.500% 23,000 4,883 4,365 32,248
2029 4.500% 25,000 4,365 3,802 33,167
2030 4.500% 25,000 3,802 3,240 32,042
2031 4.500% 27,000 3,240 2,633 32,873
2032 4.500% 28,000 2,633 2,002 32,635
2033 4.500% 30,000 2,002 1,328 33,330
2034 4.500% 31,000 1,328 630 32,958
2035 4.500% 28,000 630 - 28,630

Totals $ 531,000 $ 234,643 $ 222,659 $ 988,302
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Village of Howard City

Village of Howard City

Schedule of Bonded Debt

$115,000 1997 Michigan Transportation Bonds

February 29, 2004

Year ended Interest August 1 August 1 February 1
February 29, Rate Principal Interest Interest Total
2005 5.000% 12,000 $ 1,376 $ 1,075 $ 14,451
2006 5.050% 13,000 1,075 747 14,822
2007 5.100% 14,000 747 390 15,137
2008 5.200% 15,000 390 - 15,390
Totals 54,000 $ 3,588 $ 2,212 § 59,800
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Village of Howard City

Village of Howard City

Schedule of Bonded Debt

$190,000 Water and Sewer System Revenue Bonds, Series 1997

February 29, 2004
Year ended Interest August 1 August 1 February 1
Rate

February 29, Principal Interest Interest Total
2005 5.150% $ 25000 $ 4,559 § 3,915 § 33,474
2006 5.150% 30,000 3,915 3,143 37,058
2007 5.200% 30,000 3,143 2,363 35,506
2008 5.200% 30,000 2,363 1,583 33,946
2009 5.250% 30,000 1,583 795 32,378
2010 5.300% 30,000 795 - 30,795

Totals $ 175,000 $ 16,358 $ 11,799 $ 203,157
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Village of Howard City
Village of Howard City
Schedule of Debt

$120,000 Fire Truck Installment Purchase

February 29, 2004
|

Year ended Interest
February 29, Rate Principal Interest Total
2005 5.190% $ 11,578 §$ 4106 $ 15,684
2006 5.190% 12,179 3,505 15,684
2007 5.190% 12,811 2,873 15,684
2008 5.190% 13,475 2,209 15,684
2009 5.190% 14,175 1,509 15,684
2010 5.190% 14,910 774 15,684
Totals $ 79,128 $ 14,976 $ 94,104
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Village of Howard City

Village of Howard City

Schedule of Debt

$67,100 Backhoe Installment Purchase

February 29, 2004

Year ended Interest
February 29, Rate Principal Interest Total
2005 3.500% 12,719 $ 1,929 § 14,648
2006 3.500% 13,171 1,477 14,648
2007 3.500% 13,640 1,008 14,648
2008 3.500% 14,125 523 14,648
2009 3.500% 3,879 74 3,953
Totals 57,534 $ 5011 $ 62,545
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DOUGLAS WOHLBERG

Certified Public Accountant

COMMUNICATION WITH AUDIT COMMITTEE OR ITS EQUIVALENT

To the Village Council
Village of Howard City
Montcalm County, Michigan

We have audited the general purpose financial statements of Village of Howard City, Montcalm County, Michigan for
the year ended February 29, 2004, and have issued our report thereon dated July 2, 2004. Professional standards
require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter dated June 28, 2004, our responsibility, as described by professional standards, is
to plan and perform our audit to obtain reasonable, but not absolute, assurance that the general purpose financial
statements are free of material misstatement and are fairly presented in accordance with accounting principles
generally accepted in the United States of America. Because of the concept of reasonable assurance and because we
did not perform a detailed examination of all transactions, there is a risk that material errors, fraud, or other illegal acts
may exist and not be detected by us.

As part of our audit, we considered the internal control of Village of Howard City. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement,
we performed tests of the Village of Howard City's compliance with certain provisions of laws, regulations, contracts,
and grants. However, the objective of our tests was not to provide an opinion on compliance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. The significant accounting policies used by Village of Howard City are described in Note 1 to the
general purpose financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during the year ended February 29, 2004. We noted no transactions entered into by Village of
Howard City during the year that were both significant and unusual, and of which, under professional standards, we
are required to inform you, or transactions for which there is a lack of authoritative guidance or consensus.

We encountered no significant difficulties in dealing with management in performing our audit.

This information is intended solely for the use of the Village Village Council and management of Village of Howard City
and is not intended to be and should not be used by anyone other than these specified parties.

Doy M@

Douglas Wohlberg, CPA
Byron Center, Michigan
July 2, 2004
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DOUGLAS WOHLBERG

Certified Public Accountant

MANAGEMENT COMMENTS LETTER

To the Village Council
Village of Howard City
Montcalm County, Michigan

In planning and performing our audit of the financial statements of Village of Howard City for the year ended February
29, 2004, we considered its internal control in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements.

Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or
operation of the internal control that, in our judgment, could adversely affect Village of Howard City's ability to record,
process, summarize, and report financial data consistent with the assertions of management in the financial
statements.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that errors or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. We noted no material weaknesses.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses as defined above.

This report is intended solely for the information and use of the Village Council, management, and others within the
administration or the State of Michigan and is not intended to be and should not be used by anyone other than these
specified parties.

These conditions were considered in determining the nature, timing, and extent of the audit tests applied in our audit

of the February 29, 2004 financial statements, and this report does not affect our report on those financial statements
dated July 2, 2004. We have not considered the internal control since the date of our report.

Doz M@

Douglas Wohlberg, CPA
Byron Center, Michigan
July 2, 2004
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DOUGLAS WOHLBERG

Certified Public Accountant

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Village Council
Village of Howard City
Montcalm County, Michigan

We have audited the general purpose financial statements of Village of Howard City, Montcalm County, Michigan as of
and for the year ended February 29, 2004, and have issued our report thereon dated July 2, 2004. We conducted our
audit in accordance with auditing standards generally accepted in the United States and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Village of Howard City's general purpose financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Village of Howard City's internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose
financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the general purpose financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management, others within the
organization, the Village Council, and federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

Orpez Mw@

Douglas Wohlberg, CPA
Byron Center, Michigan
July 2, 2004
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